This study aims to examine the influence of business location on competitive environment, competitive strategy, and BPR Performance. The respondents were 153 from 325 conventional BPRs in East Java Province-Indonesia. The data was analyzed using GSCA model. Analysis result shows that location has influence over the competitive environment and competitive strategy, but not for performance. Competitive environment has influence over the competitive strategy, but not for performance, conversely competitive strategy has positive influence over the performance.
For service business like bank, having strategic location is critical to find customer. Even though the use of e-banking becomes popular recently, but bank location is always an important factor for customer to choose bank (Robbins, 2006) . In urban areas, BPR is located at high-traffic areas, traditional markets, and densely populated areas. While in countryside, BPR is commonly sat in sub district capital or at market and shopping areas as economic hub. The more strategic location had, the bigger the benefit got.
Site selection has implication of competitive environment faced and performance as well. Different location has different competitive environment. Location placed next to market enables bank to provide better service to customer who in the end will increase his/her loyalty (Kumar and Suresh, 2008) . A favorable area also gives cost advantages which are hard to imitate by a potential newcomer (Stahl and Grigsby, 1992) . There are many companies that precisely choose location next to competitor to attract much more customers (Kumar and Suresh, 2008) . Location also influences performance. According to Buffa and Sharin (1999) , uniform price creates different cost. If the input cost does not depend on location, different location creates different income. Fahmi (2013) stated that the right place did not only determine income, but also could reduce costs, gave influence on profit and business continuity. Location has not only short-term but also long-term strategic value.
BPR location becomes an important factor to learn now in line with the number of commercial bank and microfinance institution (LKM) getting high which also serves micro and small business segment. Strategic locations that were monopolized by BPR have been developed to become a location filled with various financial institutions offering allied product. In order to overcome this obstacle, BPR can optimize the local potential as effective competitive equipment to improve performance. Competitive strategic arrangement by including location variable makes formula of competitive strategy more comprehensive due to involving several factors that influence their success. This way is expected to get better performance. This idea is also supported by Aaker's (1988) concept stating that location has influence over the competitive strategy. Cost strategy can be reached through several ways such as location. Sanchez and Heene (2004) also stated that cost leadership strategy or differentiation strategy is influenced by location.
Several studies analyzing relations between location, competitive environment, competitive strategy, and performance have been done a lot, but the one that especially analyzes relations between location and strategy does not find yet. The study conducted by Hannan and Prager (2008) and Geyfman and Scott (2010) This study aims to test the influence of location upon competitive environment, competitive strategy, and BPR performance. Problem statements are: (1) Does location have significant influence over the competitive environment, competitive strategy, and performance?; (2) Does competitive environment have significant influence over the competitive strategy and performance?; (3) Does competitive strategy have significant influence over the performance?
LITERATURE REVIEW
Location is a place where bank operates its activity, including: head office, branch office, sub-branch office, cash office, and until outlet. Decision to choose a particular location is included that bank tends to focus on profit and income, things related to demography (age, income, population/distribution area), competition, traffic light pattern, customer access, and coziness (Stevenson and Chuong, 2014) . Location becomes one of the defining factors of the success rate for sale of service. Bank location tends to approach customer, another bank, and closed to trade service. The existence of bank in a strategic location will much help bank's effort to find customer. The importance rate of location for bank depends on the type and level of customer interaction with bank, i.e.: (1) whether customer comes to bank service provider, (2) whether bank service provider visits customer, or (3) business transaction of bank service is performed through the help of electrical equipment. For the first type, location is critical for the success of transaction since customer has to get access easiness, conversely on the second and third type; location is less relevant (Sumarni, 2002) . Location has influence over the competitive environment. Different location creates different competitive environment faced by company (Stahl and Grigsby, 1992) . In countryside, consumer still depends on the physical network of branch office as the main distribution channel to get banking service. The lows population growth and saving encourages the stagnation of the barriers to entry, the high loyalty level of customer, thus countryside area is also served by a couples of banks with higher market concentration level (Harvey and Myers, 2008) . On the contrary, in rural areas, market is less concentrated since the level of competition is high. Rural society that relies on online system through the use of internet banking is predicted will reduce barriers to entry and increase competition (Sjoberg, 2007) .
Location can be part of competitive strategy for company. Decision about location is extremely related to the company strategy (Stevenson and Chuong, 2014) . A company like bank considers location as part of strategy and finds a location that will help it to improve market. The right business location causes company to have strategic superiority upon its competitors through low operational cost or better differentiation position. Ownership for strategic location encourages competitors to allocate much more fund or force them to leave the location (Aaker, 1998) . Low cost strategy demands a location next to market to reduce transportation cost. Market development strategy demands a location closed to a heavy traffic. A strategy emphasizing on customer coziness requires location owned by him where he/she can perform transaction with his/her business (Stevenson and Chuong, 2014) . Location also has influence over the performance in term of: competitive superiority, operational cost, the number of customer, profit and income, customer coziness (Stevenson and Chuong, 2014) , transportation cost and service quality (Kumar and Suresh, 2008) . According to Lee (1985) and Pastor (1998) (Amelia and Afriyenny, 2011) . In countryside, bank having several branch offices has higher Return on Equity (ROE) than in rural area, but it also has higher fund cost, lower non-interest income, higher cost of Human Resource upon average income, lower and assets quality (Myers and Kenneth, 2003) .
Competitive environment is industrial environment where company competes. It has strong influence in determining the existence of potential strategy (Porter, 1998) . Intensity of competition in industry depends upon 6 main strengths: potential new comer, suppliers, buyers, replacement products, competitors, and stakeholders like government (Wheelen and Hunger, 2012). New comer brings new capacity and increases competition. A strong supplier can influence competitive intensity in industry. Consumer concentration will also increase bargaining power. Replacement product which has better quality or produced by high profits industry causes price decrease. There is rivalry among costumers due to pressure or opportunity to improve position can influence industry stability. The government strength can also influence industry through arranged regulation. Environment complexity happened due to the change of customer taste, level of competition, behavior change of fund supplier, and technological advancement has significant influence over the specialty and increases diversification (Sabihaini, 2011) . Diversification strategy is performed to help the bank to be more able to stand for to face crisis. Competitive environment also influences level of performance of company achievement since personal or collective influences from the whole strength in the industrial environment. Collective though from those 6 strengths determines the potential of level of Return on Investment. The tougher the strength of each model, the more limited the company capability to increase price and get higher profit (Wheelen and Hunger, 2012). Beneficial industrial environment will increase return on investment (Higgins, 1984) . The high barriers to entry will limit competition and increase profits; conversely threat of new comer will limit profits in industry (Stahl and Grigsby, 1992) . The highs strength of supplier will encourage input price pressuring company's profit in industry. A strong buyer may ask for low price and high service level which decreases company's profit. Replacement product may be limits price which can be fixed by company so limiting profits. Competition between companies can influence profits. Price competition limits price and sales profit, conversely non-price competition may be also decreases profits since the increase of service and advertisement cost (Sanchez and Heene, 2004) . Government regulation on the increase of capital creates efficiency (Kamau, 2011) . The more the regulation issued by Central Bank, the lower the performance of the bank (Sabihaini, 2011) . In relation with the competition at microfinance institution, Schafer et al. (2005) found that competition is negatively correlated with profitability.
Competitive strategy is a strategy in the level of business that focuses on the increase of product competitive position and company service in the industry or particular market segment served (Wheelen and Hunger, 2012). Good strategy should complete 3 criterions: fit to the company culture, completed with resources, and supported by company stakeholders (Faulkner and Bowman, 1997) . In order to outperform another company of this industry, a company can use the strategy of low cost and differentiation (Porter, 1980 in Wheelen and Hunger, 2012). Low cost strategy is ability to design, create, and market allied product through an efficient way than competitor. Differentiation is ability to provide a unique and superior value to buyer from an aspect of quality, special features, or after-sales service. Low cost strategy becomes less effective if there is imitation from competitor, technological finding, or consumer preferences shifting. Conversely, differentiation strategy is less effective if there is imitation of competitor, technological change, or an amount of different price (David, 2006) . There is a relation between competitive strategy and performance, but kind of strategy that results best performance still being pros and cons. Low cost strategy enables company to get profitability above average of the industry and the improvement of market share (Porter, 1980; Caves and Ghemawat, 1992) . Differentiation strategy gets opportunity to result higher profits than low cost strategy since creating better barriers to entry (Caves and Ghemawat, 1992) . A lot of experiences in business sector show the highest level of profitability found in a business using low cost-differentiation combined strategy (Pearce and Robinson, 2013) , conversely a company which "trapped between "has lower profitability and just moderate market segment (Stahl and Grigsby, 1992) .
Performance is achievement reached by an organization in a particular period (Becker, 1996) , that reflects an achievement of purposes that has been arranged (Gibson et al., 1987) Company performance covers financial performance, business performance, and organizational performance. Financial performance is related to asset, selling receipts, and profitability. Business performance is related to market such as market segment, development, diversification, and product development. Organizational performance is related to the customer satisfaction, product quality, and social responsibility (Venkatraman and Ramanujam, 1986). Profitability performance is most widely used to assess performance because it is a reflection of various aspects of existing performance, and is the simplest but comprehensive way to know the total of performance of the company given the profit is a reflection of the end result of all activities undertaken. Profitability ratio is an assessment of company's capability to gain profits within a certain period expressed as a percentage of assets and capital. Profitability assessment includes ROA (net profit before tax/total assets) and ROE (net profit after tax/own capital) (Sinkey, 1986) . ROA reflects the ability of management to generate profits from all assets owned, while ROE describes the ability of management in utilizing their own capital to generate profits for the owner.
CONCEPTUAL FRAMEWORK AND HYPOTHESES
Company performance is influenced by the competitive environment encountered and strategies employed. Changes in the competitive environment lead to changes in performance. On the other hand, the difference in strategy carried out also leads to differences in performance. In order to obtain the best performance, there needs to be a match between the strategies that is run with the environment at hand. For service companies such as banks, location is strategic factor that can influence performance. Site selection is controlled but the impact it generates may be uncontrollable due to the influence of environmental dynamics. Therefore, location determination can be part of a competitive strategy to improve performance.
This research model is built from several models of previous research findings: Li 
METHODS OF RESEARCH
This research employed quantitative approach and positivist paradigm (Creswell, 2009; Martono, 2010) . This study was undertaken in East Java Province, the region with the largest number of BPRs in Indonesia so reflecting the high level of competition in this industry. Total population = 325 Conventional BPR. The number of sample is 177 banks; it was fixed based on the Slovin formula (Umar, 2010). The sampling technique used was proportional random sampling area. Sample criteria are BPR that has been operating for at least 3 years and is registered as members of the Association of Rural Banks (Perbarindo). Research respondents included: Commissioners, Directors, Managers, and Branch Heads. The data was collected through spreading questionnaire sent by post. Measurement of variables used a Likert scale of 5 gradations (1 = very low, 5 = very high), except for performance variables using numerical scales in percent units. Exogenous variable was location (X), while endogenous included: competitive environment (Y1), competitive strategy (Y2), and performance (Y3).
Definition of concept and operationalization of research variables are as follows: 1. Location (X) is the place where the bank office is established, either the head office, the branch office, the sub-branch office, or the cash office. Location measurement is reflective by using 5 indicators of Kumar and Suresh (2008) namely, accessibility by private vehicle (X1), availability of transportation facility (X2), distance between location and customer (X3), distance from economic hub such as; markets, and commercial areas (X4), and distance to competitors (X5 
RESULTS AND DISCUSSION
Based on Appendix 1, the average score of the Location variable (X) = 3.568 means that the average location of the BPR office is at the strategic location, characterized by: the availability of adequate public transport facilities, close to competitors or other BPR offices, close to domicile customers, easy to reach by private vehicle, and close to economic hub.
Average score of Competitive Environment (Y1) is 3.591 meaning that the average level of competitive environment threats faced by BPR is high, reflected by the high bargaining power of commercial banks as the supplier of funds, the high regulatory pressure from the government, the high level of threats of commercial banks New entrants, high threats of other BPRs as competitors, high threats from Microfinance Institutions as competitors, and high bargaining power of customers as consumers.
Average score of the Competitive Strategy (Y2) is 3.478, meaning that the average competitive strategy used by BPR is a combined low cost-differentiation strategy: the high level of the efficiency of the internal operating system to reduce costs, the high level of operational cost efficiency compared to competitors, high rates of economic scale to achieve cost advantage, high levels of product excellence in the eyes of customers, high cost leadership positions in industry, high uniqueness of products over competitors, high levels of effort to build a reputation that is difficult to imitate by competitors, and the level of effectiveness of advertising/promotion which is being.
Average score of performance (Y3) is 14.943, meaning that the average performance of BPR is at moderate level, which is characterized by low ROA level and moderate ROE level.
Based The influence of location over the competitive strategy generates path coefficient value by 0.628 and critical value for CR by 7.52* is significant at confidence level of 95% (CR/Sig > 1.96). Meaning that Location has significant and positive influence over the Competitive Strategy. The more strategic the location of the BPR office, the more effective the use of combined competitive strategy. So Hypothesis 2 "Location has significant influence over the Competitive Strategy" is accepted. This research finding proves an empirical evidence on the concept of Aaker (1988) Kamau (2011) . This concludes that same as location, competitive environment also has not direct influence over the performance, but through variable of competitive strategy. This finding reinforces a conclusion on the big role of competitive strategy at rural banks industry to achieve performance.
The Influence of Competitive Strategy over the performance generates path coefficient value by 0,664 and critical value for Cr is 9.29* significant at confidence level by 95% (CR/Sig > 1.96). Meaning that competitive strategy has positive and significant influence over the performance. The higher the use of combined competitive strategy, the higher the performance of BPR. Then hyphotesis 6 "Competitive strategy has significant influence over the performance" is accepted. This finding reinforces a concept of Porter (1980) Based on the appendic 4, FIT value of 0.590 shows that exogenous variable can be explained by model amounting to 59% and the rest of 41% can be explained by another variable out of this research model. Considering FIT values > 50% then it can be concluded that the model is good to explain the phenomenon studied.
BPR industry is a complex business entity which can be studied from various perspectives. This study has several limitations that enable to perform an advanced study: 1. Indicator of location measurement is only limited to the factor of accessibility and distance. The use of different or more different indicators will likely result in different findings. For example: population density, location (rural, urban, and urban), customer characteristics and behavior, and so on. 2. The research model is only able to explain 59% of the variables that influence performance. There are still 41% of other variables that influence the performance of BPR. For example: a large asset and capital, quality of human resources, leadership, organizational structure, or corporate culture. Location has positive and significant influence over the competitive environment and competitive strategy, but has not significant influence over the performance;
Competitive environment has positive and significant influence over the competitive strategy, but not significant over the performance;
Competitive strategy has positive and significant influence over the performance; Threat of competitive environment is influenced by location; Effectiveness of low cost-differentiation strategy combination is much more influenced by location compared to threats of competitive environment;
Competitive strategy plays role as perfect mediator in locations-performance and competitive environment-performance relations. Meaning that both location and competitive environment does not influence performance directly. Location and competitive environment will influence the effectiveness of competitive strategy usage that in the end will influence performance.
Based on the conclusion above, recommendations are pointed to the management, government, and further researchers are as follow:
For BPR management: bringing location closer to the economic hub, improving popularity and reputation through promotion, improving association cooperation to encounter competition, and strengthening the role of research and development division to produce innovative ideas;
For government and Financial Services Authority: Determination of clear market segment to avoid direct competition with another commercial bank which is stronger, improving supervision and control on the impact of globalization and IT use to banking industry, and strengthening Perbarindo institutional for member advancement and community welfare; For further researchers: developing indicators (location: countryside, urban, rural area; competitive strategy: expansion, consolidation, depreciation; performance: CAMEL, BOPO), developing location or research object (commercial bank, regional development bank, Islamic bank, hotel, hospital, trade sector), or developing variables (management characteristics, customer behavior, economic condition, etc.). 
Umar, H. (2010

